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KEY ECONOMIC INDICATORS 


(Money Values in millions of SA Rand) 
(One Rand = $1.45) 
(South African Sources Except Where Noted) 


Est. Change 
1974 73/74 


NATIONAL INCOME AND PRODUCT 


Gross Domestic Product 23 ,000 23% 
GDP (1963 prices) 11,900 7% 
Gross National Product 22,300 23% 
Gross Domestic Investment 6 ,000 27% 
Real Growth Rate (GDP) 7% 


TRADE (f.0.b.) 


Exports (excluding gold) 3,300 
Exports to U.S. (1) 375 


Imports 5 , 300 
Imports from U.S. (1) 851 


FINANCE 


Central Bank Gold Reserves (2) (3) 515 
Central Bank Foreign Exchange (3) 401 
Money Supply (July) 2,535 


Money and near-money 1,905 
U.S. Investment (book value) (1) 708 
Sales by U.S. Firms (1) 1,715 


GOLD 


Price in Rand (London) (4) 45 64 124 
Production (kilograms) 909 ,630 855,218 770 ,000 


INDICES (1973 = 100) 


Manufacturing (July) (5) 6% 
Wholesale prices (year end) 20% 
Consumer prices (year end) 14% 
Unemployment (except Black) -32% 


POPULATION (Millions) Change 70/74 


Total 15% 
Black 16% 
White : 10% 
Colored 14% 
Asian é P 11% 


NOTES: 

(1) Estimated from U.S. Data 

(2) Valued at IMF prices (R29.55 since September 1972) 
(3) End of November for all years 


(4) 1972: year average. 1973 and 1974: November. Price per fine ounce 
(5) Physical volume 





SUMMARY 


The South African economy performed well in 1974. Real GDP increased 7%, 
real GNP 9%. Exports, imports, investment, manufacturing, agricultural 
production and mining were all significantly above 1973 levels in real 
terms. While the physical output of gold declined, its value reached 
record highs. Consumer prices were up some 14%. The money supply (July) 
was 18% above a year earlier, but was increasing only slowly towards the 
end of the year. Money was tight, corporate bonds returning about 13%. 
Industrial shares on the Johannesburg exchange were down from the levels of 
a year earlier but gold shares were up. The exchange rate for the Rand 
varied little during the year. The balance of payments on current account 
was expected to be more than R350 million in deficit but capital inflows 
were expected to equal or exceed this figure. 


Trade with the United States and American investment in South Africa 
reached record levels. U.S. exports totaled $1.2 billion, more than double 
their 1972 level. 


Although the record for the year as a whole was excellent, the first signs 
of a slowdown appeared in the second half. Real GDP was expected to grow 
by less than 4% in 1975, although this would largely depend on the weather 
and the price of gold. The economic downturn in the United States and 
Europe, political attacks on South Africa in the United Nations and 
elsewhere, and events in neighboring countries contributed to feelings of 
uncertainty about the long-run future of the economy but the prospects for 
1975 were good. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


The South African economy performed well in 1974. By December, real gross 
domestic product (GDP) was expected to register a gain of 7% for the year 
as a whole and real GNP a near-record 9%. Substantial gains were predicted 
for the year for the value of exports (up 29%), imports (50%), fixed 
investment (27%), gold production (42%), consumer expenditure (18%), 
government expenditure (23%) and inventories. 


Registered non-agricultural unemployment among Whites, Coloreds and Asians 
(figures for Blacks are not available) reached its lowest post-war figure 


(7,200) in August. White immigration was expected to exceed the target 
of 30,000. 


Manufacturing was expected to register a real increase of about 7% for the 
year, despite the weakness of the automobile industry, which is expected 
to sell somewhat fewer vehicles than in 1973, and of the textile industry, 
which suffered from import competition before tariffs were raised 
substantially. Gross fixed investment in manufacturing rose a full 45% 

in the first nine months of the year over the same period in 1973. 


Gold production was down about 10% because of labor difficulties and a 
decline in the grade of ore being milled, but the world price more than 
compensated for the reduced production. Stimulated by high prices and by 
the need to make the mines less labor-intensive, the industry increased its 
gross fixed investment by an impressive 91% in the first nine months. 


Other mining increased 12% in physical volume, led by platinum (much of it 
for the U.S. market for catalytic converters for automobiles), manganese 
and diamonds. 


Consumer prices rose by almost 14% between October 1973 and October 1974, 
led by food (up 18%) and clothing (16%). Wholesale prices were up even 
more (20%), largely because of higher import prices (29%). 


In July the money supply was some 18% above the levels of a year earlier, 
but was increasing at much slower rates in the third and fourth quarters. 
This created tight monetary conditions and long-term government bonds 
yielded nearly 10% late in the year, corporate bonds over 13%. The 
Financial Mail combined gold share index (1958 = 100) stood at 705 on 
December 10, as against 410 a year earlier. The FM's composite industrial 
index was down from 468 to 405. The Rand, which is controlled by a 

system of "managed floating", held steady at between $1.43 and $1.49 
during the year ($1.45 at the time of this report.) 
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By late in the year, the foreign trade account was expected to register a 
deficit of a record R2 billion, the services account a deficit of R860 
million. Gold sales were expected to total R2.5 billion, also a record. 
The current account deficit was thus expected to total over R350 million, 
as against a surplus of R102 million in 1973 and recent deficits of R6 
million (1972), Rl billion (1971) and R827 million (1970). Net capital 
imports were over R300 million in the first nine months and were expected 
to be more than adequate to cover the current deficit for the year. This 
has stimulated the conjecture that the Reserve Bank may soon sell less than 
the entire current gold output, retaining some to build monetary gold 
reserves. The heavy capital imports were not a cause for concern since 
they were considered normal for a period of strong expansion, and were 
much less than the 1970 and 1971 figures. 


While 1974 as a whole was thus a near record year, there were indications 
of a slowdown in the second half and the economy was expected to register 
much smaller gains in 1975. Growth in the third quarter largely depended 
on the harvesting of excellent crops, while most non-agricultural sectors 
either declined (gold mining, manufacturing), or grew more slowly (domestic 
trade). Inventories were high, labor shortages less severe, and raw 
materials more readily available at the end of the year than had been the 
case six months earlier. 


The respected Bureau for Economic Research in Stellenbosch predicted late 
in the year that real growth (GDP) in 1975 would be 3.3%, assuming an 
average year for agricultural production and a gold price of around $175 
an ounce. Both agriculture and the gold price worked in South Africa's 
favor in 1974 but cannot be counted on to give the economy the same strong 
boost next year. 


Besides the weather and gold, further sources of uncertainty were the 
economic downturn in Europe and North America, the uncertain political 
environment created by impending or possible constitutional changes in 
neighboring states and in Namibia (South West Africa), and the continuing 
attacks on South Africa by Black African states in the United Nations and 
elsewhere. These uncertainties make for considerable unease in business 
circles about the longer run future but are not expected to have much 
effect on economic performance in the coming year. 


IMPLICATIONS FOR THE UNITED STATES 


The economic importance of South Africa for the United States is large 
and growing. U.S. exports to South Africa should exceed $1.2 billion in 
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1974 and the U.S. surplus in trade with South Africa will approach $700 
million, some 85% above 1973. The country is an important source of 
minerals and a significant market for chemicals, capital goods, aircraft, 
and electronic equipment. (The United States embargoes the sale of arms 
to South Africa.) United States investment is also important, amounting 
to some $1.2 billion (book value) in 1973. Over 300 U.S. companies do 
business in South Africa through subsidiaries or affiliates. 


The South African economy is expected to grow at a slower rate in 1975 

and the recent dramatic increase in trade with the United States is not 
likely to be repeated. South Africa will remain a significant and growing 
market for U.S. exports, however, particularly in the field of capital 
goods. Several very large projects are underway or have been announced 
and will provide excellent opportunities for U.S. manufacturers of capital 
goods. The Sishen/Saldanha Bay project, involving the construction of 
facilities for the export of iron ore from a site well inland, is moving 
ahead rapidly. The Richards Bay port project, also involving large 
expenditures, is also progressing well. In an earlier stage of planning 
is the "SASOL II" project, calling for the completion by 1980/81 of a 

huge coal gasification and liquifaction plant that will help the country 
approach self-sufficiency in energy in the next decade. Also planned are 
two nuclear power plants for Cape Province. Projects like these, and lesser 
but still important ones, will contribute to the growth in gross fixed 
investment to a total of about $10 billion in 1975, much of which will be 
spent on imported capital equipment. 


The outlook for U.S. exports of less sophisticated capital goods and of 

most consumer goods to South Africa is less promising. South Africa 

produces a wide range of such goods and protects local producers threatened 
by increased import competition. In 1974, for example, the textile producers 
were given dramatically increased tariff protection when imports began to 
take a much larger share of the market. Exporters of goods produced or 

able to be produced in South Africa should look closely at the possibility 

of having to face higher tariff or other barriers before they invest large 
sums in exploiting apparent sales opportunities. 


Potential U.S. imvestors should consider not only the reasonably promising 
economic factors but also the growing political uncertainty facing South 
Africa in the years ahead. They should also give careful consideration to 
their relations with their Black labor force. The United States 
Government urges U.S. firms to take every legal and reasonable step to 
ensure that their employees and their families may pursue decent and 
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productive lives. Investors should also consider engaging in collective 
bargaining with unregistered trade unions representing Black workers. 
Such unions are not provided for in South African legislation, but are 
Employment Practices of U.S. Firms in South Africa 


a "Statement on employment practices of U.S. firms 
1974) are available from the 


not illegal. 
(Feb. 1973) an 
operating in South Africa" (Sept. 
Embassy and Consulates General in South Africa and from the 
Departments of State and Commerce, Washington, D.C. 


U.S. 











